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"Russia", concludes Yuri Afanasyev, founder of both the Russian democratic party and the first free university in Moscow, "fails, again, to escape the totalitarian trap" (International Herald Tribune, March 1, 1994). "It was a mistake to plunge head down into the water, as we did in January 1992", comments Prime Minister Chernomirdyn on the preference for authoritarianism expressed by the Russian voters in the parliamentary elections of December 1993. "Where in the reform programme do we find the human being?", wonders Tatiana Zaslavskaya, a sociologist who criticised the Soviet economic system in a famous report of 1983. Vitali Tretiakov of the Independent Journal sees a general return to autocracy and centralism (Le monde diplomatique, February 1994: 4). 
	Apparently transition is a difficult process. The reform programme adopted in Russia and several other former socialist countries was based on a purely economic approach, neglecting socio-cultural and political conditions for successful transition. These conditions are still largely determined by the socialist project that preceded the current transition process. Hence any study of transition has to start exploring the question: Transition from what? What, exactly, is wrong with socialism?
	During one lifetime real existing socialism demonstrated the actual possibility of a socialist type of economic order. Today, however, this system does not really exist any longer. Already in 1989 two well known authors on socialist economics published a book entitled From Marx to the Market: Socialism in Search of an Economic System. A rather queer title, since socialism essentially is an economic system. They conclude that "not only the original Marxist promise has to be cast aside as anachronistic, but also the very concept of traansition from capitalism to socialism" (Brus and Laski 1989: 151).
Is that so? Has the downfall of the Soviet economic system and other socialist economies anything to do with an ontological impossibility of socialism. In other words, is socialism possible?
	It would be erroneous to regard this question as already decided by history. Alexandr Zinovyev, a Russian philosopher of science rightly points at the conditions under which real existing socialism collapsed, the cold war:

The real communist society existed for too short a period and also under too unfavourable conditions to enable us to draw firm conclusions regarding its sustainability. The Cold War far from satisfies the conditions of a laboratory experiment (Zinovyev 1993: 14).

Remarkably, as most effective Western weapons in the cold war Zinovyev mentions not the arms race and economic rivalry but "the instruments of ideology, propaganda and psychology". These were, however, precisely the means with which the communist regimes themselves preferred to fight the struggle. In hindsight what surprises is rather the ideological reconciliation with real existing socialism on the part of the West. Indeed, with the recognition of the German Democratic Republic by the West, the ideological struggle had been effectively decided in favour of the communist regimes. It is exactly in an ideological sense that Western detente went further than Eastern peaceful coexistence. Illustrative is the following personal experience during an official visit to the GDR in 1975. As leader of the Dutch Radical Party (part of the government coalition) I had proposed a toast to not only political, economic and military but also ideological detente. "Da möchte ich gerne eine Beschränkung machen!", replied my host of the SED (Sozialistische Einheitspartei Deutschlands). Quite understandably, one is now inclined to say, knowing the consequences of ideological detente under Gorbachev. Although by no means a success, it was not perestroika, the programme for restructuring the economy, which led to the downfall of the Soviet regime. Disastrous for real existing socialism was glasnost: opening up the system to internal criticism. This meant an immediate end to the official system of norms and values (Mikhailovskaya 1994: 28). The third element in Gorbachev's reform triad was novoye mushlinye: the new thinking. This implied that the system gave up its pretence of a monopoly of truth. It had great consequences, both externally, undermining the ideological basis of the nuclear strategy - rather dead than not red - and internally, opening the way to a pluralist political system.
	Zinovyev sees the fall of real existing socialism purely within the framework of the conflict with "the capitalist West". Just as the Western victory in no way demonstrates the superiority of capitalism, similarly the inferiority of socialism cannot be considered to be historically proven. Nevertheless, he, too, maintains some doubts regarding the viability of the system: 

The defeat of the communist countries was caused by a whole complex of factors in which the bad sides of the communist system have played their role too. But that cannot be regarded as proof of the inviability an non-sustainability of the communist type of society (zinovyev 1993: 14). 

Yet we are left with the question whether those "bad sides" of the system were of such character that socialism should be regarded as impossible. This essay constitutes an attempt to approach that problem not primarily from an empirical-historical angle but rather ontologically: Is something basically wrong with the socialist idea? An attempt will be made to connect socialism as an idea with socialist practice. What concerns us here is the complex relationship between an ideal type and a real type of economic order. In an Idealtype (the terminology is originally German) the question "What is to be produced, how and for whom?" gets answers within the framework of a theoretical model; a Realtype constitutes an attempt to typify the institutions that were actually created to respond to that question.
	Naturally, the concept of an economic order - the organisational framework within which the process of production, distribution and consumption of goods and services takes place - is already an abstraction in itself. From a highly complex reality we just take some elements as foci for further thinking. The socialist concept relates to control of the scarce means of production in an economy. This control is seen as a public rather than a private affair. It is these two terms, public and control which demand some further attention. Public means the community as such and not necessarily the state. Control implies decision-making power in regard to use of the means of production and distribution of the fruits resulting thereof. This should not be identified with the juridical construction of property. (In reality we find controllers/non-owners as well as owners/non-controllers.) Hence socialism is not simply a system based on state ownership of the means of production and state ownership of the means of production is not necessarily socialism (it could be state capitalism). What matters is the creation of institutional guarantees for social justice, a norm which signifies that in some way needs are the basis of rights.
	In the term institutional we touch upon the present crisis in social-democratic thinking and practice. While one can find many different definitions of socialism (Leone 1986), on one question there appears to be consensus: Socialism means more than just some incidental attention to issues of distribution. It is the structures of society that count. The core notion is not equal opportunity but socio-economic equality as such.
	The traditional split between social-democrats and socialists (in the sense of communists) has its roots in political rather than economic ideas. The social-democrats opted for a twentieth century governing project tuned to reforming capitalism from within. It had its heyday in the seventies when social-democratic parties found their way to government in many parliamentary democracies. Still dominant was the belief in the constructability of society. Taking the Netherlands as an example here, the Labour Party based its programme on the objective of a fair distribution of power, knowledge (sic!), income and wealth. Major instruments to achieve this were four so-called bills of truth. These were legislative efforts regarding capital-gains sharing between shareholders and workers, valuation of property, powers of workers'councils and social control of investment. This proposed legislation was seen as a set of bills of truth because the attitude of the christian-democratic coalition partners towards these was supposed to reveal their true political principles. Unfortunately, of the four bills, only the one on investment became a legislative success. Through a process of amendment it had, however, been changed in such a way that the end-result was no more than a rather bureaucratic way of remunerating investors. When a centre-right cabinet finally abolished this ineffective specimen of social-democratic instrumentalism, this met with a lot of resistance from organised business. 
	This little history may illustrate the political dilemmas with which the socialist project for structural change tends to be confronted. Apparently, there are limits to the constructability of society, not least in a conceptual sense. (Try to devise them, these bills of truth!) How to relate to a non-socialist mentality? How to react to the dilemma of liberty and equality? Indeed, our theme is likely to confront us with certain questions of a political nature. But before dealing with these, it is first the economic (im)possibility of socialism that demands attention sine socialists aim at structural change from an economic angle (Schumpeter: 169).
	The socialist idea was conceived in reaction to capitalism, a type of economic order in which control over capital determines not only allocation of the means of production but also distribution of its fruits. The private profit motive distorts the distribution of income while resulting in unequal distribution of wealth too, through processes of accumulation. Socialism wishes to correct such processes structurally through public control of the means of production. How? Through nationalisation and central planning by the state, is the answer given by real existing socialism. 
	Already soon after the Bolshevik revolution this centralist socialist model was challenged from an economic-theoretical angle. Can such a system operate effectively? Since as a science economics is considered to be intrinsically connected with the principle of effectiveness - effective in the sense of an allocation of scarce resources which would optimally satisfy given needs - the question might be reformulated as follows: Is socialism economically possible?
	In an essay written in 1920 (later translated under the title Economic Calculation in a Socialist Commonwealth), Ludwig von Mises replies to that question in the negative. In a system of public control of the means of production, economic calculation (and with that rational economics as such) is simply impossible. What indeed could be the criteria for making decisions on the use of scarce resources if there are no prices freely determined on markets and expressed in money. Thus formulated, it is clear that Mises's argument is of a tautological nature. But the question remains how in an economic order based on public control rational production decisions could be taken.
	In reply to that question Schumpeter has referred to the management problematique in an ordinary firm:

...solution of the problems confronting the socialist management would be not only just as possible as is the practical solution of the problems confronting commercial managements: it would be easier (Schumpeter 1947: 186).

For the coordination of decisions in hierarchical institutions through plans and orders various advanced techniques are available (dynamic programming, operations research etc.). Hence, from an ideal-typical point of view no decisive judgment can be made, as the welfare economist Pareto concluded:

In short, pure economics does not give us an unambiguous criterion to choose between an organisation of society based upon private property and a socialist one (Pareto 1966: 364).

We are left wondering, however, how central management might acquire the necessary information on needs for whose satisfaction production decisions are taken. (Capitalist managers get such data from the market, although since the publication of Galbraith's The New Industrial State it is generally realised that big corporations try to create their own demand.) As for individual wants a system of prices and markets is evidently more efficient than watching the length of queues in shops or doing consumer surveys. We should note, however, that a system of freely determined market prices as expressed in money reflects existing needs only in so far as these are covered by money and measurable in monetary units. Hence, if capitalism were indeed more effective in terms of allocation, socialism would still have a higher theoretical chance of realising a reasonable distribution. Moreover, Zijlstra has rightly pointed out that it is not just individual needs that have to be considered but the "total set of wants" including collective needs such as the demand for a military organisation of a certain size. Against Mises' view of a socialist society as "no economy whatsoever in our sense of the term" but rather "senseless output of an absurd apparatus" Zijlstra holds that one could speak of chaos and uneconomic behaviour only if "the total result would have been possible with less productive effort" (Zijlstra 1956: 41). It is apparently assumed here that the total result corresponds to the total set of wants which might be regarded as given and unchanging. Indeed, in the two centuries since Adam Smith laid the foundations of economics it got the character of a science of allocation rather than a science of valuation. In an interesting essay on this theme Klein explains that as a science of valuation political economy has to be closely connected to political science. Indeed in a market economy cum democracy total allocation might be regarded as the result of both "dollar"-votes and citizens-votes (Klein 1979: 17). But before such political aspects of socialism enter into the debate we first have to look at the economic performance of real existing socialism.
	Although in some aspects they considered the economic order of Soviet socialism as being inferior Western researchers did not generally see the system as unsustainable. Thus, in 1977 a Western textbook arrived at the following positive conclusion:

There is little doubt that in a relatively short span of time, Socialism has radically transformed the countries from Eastern Europe from backward, agricultural countries (with the partial exception of Czechoslovakia and the German D.R.), noted for a high degree of illiteracy, low productivity, recurring crises, unemployment, and dominated by semi-feudal conditions, a conservative church and foreign capital into progressive, diversified economies capable of continued economic growth" (Wilczynski, quoted in Wagener 1992: 52).

The facts are that since 1965 economic growth began slowing down even when based on Soviet calculations. In the period of 1965 to 1985 the rate of increase of GNP fell down from 8% to 3.2% (Economicheskie nauki, Moscow 1987, nr 4: 14). In 1990 there was zero growth. The system resulted in enormous wastage of resources. Between 15 and 20% of all natural gas produced in Russia and other former Soviet republics still leaks away as compared to a completely negligible promilleage in Western industrialised economies. A similar situation exists in oil production while harvest losses in agriculture too, are considerable. Stocks are larger than GDP and more than four times what is usual in Western industrialised economies. Obsolete production techniques result in enormous amounts of pollution and waste threatening a complete ecological catastrophe. Figures produced by The Economist (December 5, 1992, Russia Survey: 10) indicate per unit of GDP 15 times as much steel, nine times as much rubber and six times as much energy as America uses. Astoundingly, if "all the raw materials that Russia produces were sold abroad, the country would earn twice as much as its present total GDP." As raw-material output is included in GDP this means that Russian industry is "subtracting, not adding, value to the raw materials it consumes." 
	Indeed, real existing socialism resulted in noneffective usage of all resources. New enterprises were usually constructed in thinly populated districts with low-skilled labour power; new equipment was also installed there while being used with low returns. Labour productivity was generally low. The general failure of the system was disguised by measuring progress not on the base of a rise in living standards but in terms of increasing total production.
	In the 1980s crises spread to all branches of the economy. While the deficit on the State budget was growing fast, the population had much 'free money'. "The symptoms of decay", The Economist pointed out, "were everywhere: in foreign policy (the Afghan disaster, the failure to stop the deployment of America's Euromissiles), in the Communist party (the corruption on a grand scale), even in the health of the Soviet population (in contrast to the trend in all western countries, life expectancy, especially for men, had actually been falling). But the heart of the trouble was economic".	
	Thus, Soviet socialist practice closely approached the "man-eat-nothing society" of a well known Kenyan-Tanzanian joke. (Tanzanian to Kenyan "your capitalism is a man-eat-man society" to which the Kenyan replies "your socialism is a man-eat-nothing society".)
	The economic trouble of real existing socialism may be explained by what is currently called the principal-agent problem (Roemer 1992: 263). A principal sets an objective but needs an agent to achieve this. The latter, however, has his own needs and desires. To get the agent on one line with his principal there must be certain incentives. Where these are lacking plan and reality will easily deviate. This problem manifests itself at three different levels: between public and planners, between planners and managers and between managers and workers. The latter problematique is ridiculed in the Polish workers joke: "They do as if they are paying us and we do as if we are working!" 
	The Soviet system, which generally served as the model for real existing socialism, tried to solve the principal-agent problem by designating a guiding role to the communist party. This party had to coordinate plan and execution while ideologically effectuating a transformation to a new "socialist man". Naturally, this would take some time. In his Gotha Programme Marx, too, had foreseen that in the first phase of communist society there must be inequalities. In practice these inequalities manifested themselves through the creation of "the new class" (Milovan Djilas): the party officials. ("Under socialism those who work can eat; those who do not work can eat and drink.") Resentment of party privileges resulted in a general reduction of moral support for socialism. Widespread communication in the global village on the performances of both major economic systems further diminished people's belief in the system.
	Politically Soviet socialism was based on a combination of ideological persuasion and terror (Kornai 1993: 127). When discontent rose - already in 1985 80% of the Soviet youth preferred to leave the country (Rovesnik, Moscow, March 12, 1989 ) -, Gorbachev was faced with the choice between restructuring the economy and increasing terror. Personal conviction determined his choice for perestroika. Structural improvement of the economy was, however, unthinkable as long as the country had no possibilities of learning from its own errors. People would have to be free to point at such mistakes. Hence, a process of democratisation was absolutely necessary, beginning with a general openness to criticism (glasnost). The consequences were already described above: the centralist socialist system collapsed entirely.
	Should we summarise this whole history in one sentence, it would be as follows: It was the combination of public control with the one-party state which made real existing socialism in the long run impossible. Indeed, its genetic code "was stored in the Communist Party itself: in its striving for hegemony, in its ideology, and in its programme ..." (Kornai 1993: 127). Therefore the failure of this system was not a question of pure economics but of political economy. Thus, the theoretical question is: Were there alternatives or was this an inevitable development related to certain basic deficiencies of socialism as a political-economic idea?
	On the relation between public control of the means of production and the nature of the corresponding political regime one generally finds more statement than argument. Zijlstra, for example, states:

In principle total socialisation must lead to the totalitarian state... We mean to say that a social order which is a democracy in the political sense while economically concentrating all means of production in the hands of the state, is a house divided against itself. In the end, it is either the public-political aspect which would have to adjust to the economic aspect - meaning the birth of a totalitarian state - or the other way round - meaning restoring ownership of the means of production in private hands, at least for a considerable part (Zijlstra: 114-115).

Kornai argues not from economics to politics but the other way round. He believes history tells us "that in a properly functioning and well- established pluralistic parliamentary democracy, private property is the dominant form of ownership" (Kornai 1993: 128). The challenge is, however, to make such a relationship theoretically comprehensible. Taking democracy in its meaning of government for the people - accountability - it is not just separation but also spreading of powers that demands attention, and in regard to not merely political but also economic power. Naturally, those in economically dominant positions will attempt manipulating political decision-making as well. But in centralist socialism this would all become even more critical since such a system puts political and economic power in the same hands. (Thus, one explanation of the considerably more serious pollution of the environment in Eastern Europe as compared to the West is that environmental standards used to be set by the same persons who took the investment decisions.​[1]​) Indeed, while Schumpeter used the example of the factory to show the possibility of socialism - one could imagine an identical type of hierarchical organisation for the national economy - Gorz sees the same parallel as proof of the political-economic impossibility of a centralist socialist system:

It was as if the social system of the factory (the despotism of the factory), with its caste of reputedly omniscient managers and its functional hierarchy, had seized hold of society as a whole in order to strangle its living, self-regulated social relations or else manipulate them for ends that were not their own. This factory society could not permit any kind of opposition or democratic debate, any more than the factory system itself could; there could only be one truth, one form of rationality, one form of power (Gorz 1989: 42).

Thus, in this analysis it is not the society without markets and freely determined prices but the factory-society which provides an ontological explanation of socialist failure. We may note that in the factory society the single factory unit is an even more sterile entity than the organisation Gorz described. As Mises had also observed in his 1920 article on the socialist commonwealth: "The exclusion of free initiative and individual responsibility, on which the successes of private enterprise depend, constitutes the most serious menace to socialist economic organisation" (Mises 1935: 116).
	In explanations in hindsight one may be tempted, however, to go too far. Thus, in a discussion with a colleague the theologian van Leeuwen even wondered if through sober analysis of bourgeois economy we might make comprehensible how The Wealth of Nations of 1776 could lead to Auschwitz 1945. Put in this way I would put another question: Might sober analysis of the works of Marx and Lenin demonstrate how Bolshevism could lead to the night of Stalinism and other excesses of genocidal character? Such a way of posing the problem points at a rather one-sided view of history: as pure Ideeengeschichte. A complication is that theory and practice are not connected to one another as by umbilical cord (Nauta and Koenis 1987: 20).
	Nevertheless, one cautious conclusion may now be taken: centralist socialism is impossible. But control is not identical to centralist control. It is at least understandable that scholars in political economy have made intensive efforts to devise models of decentralised socialism. One recent attempt is Roemer's market socialism. His model resembles people's capitalism in the sense of spreading all shares over the whole population. Dividends are regularly paid out. There is a stock market where people are free to trade, exchanging their relatively unprofitable shares A in shares B in which they have more confidence. There is, however, one important difference with capitalism: the impossibility of converting shares into cash. Theoretically the model looks sound enough but there is one practical objection: the lack of even the slightest indication of possibilities to implement such a system in present day reality. We can't expect that one day the papers will tell us: Yesterday Roemer's "clamshell economy" (his own term) was put into practice. Unfortunately, all models of decentralised socialism since Lange and Taylor have one thing in common: from a political economy point of view they are not very meaningful.
	Hence we are forced to return to the slack-rope of social democracy, i.e. the movement for structural reform within capitalism. (The term capitalism is used to indicate a type of economic order in which private capital signifies power in both allocation and distribution.) This means dissociating ourselves from bipolar socialism in the sense of an antithesis with the capitalist idea. As a theoretically constructive idea bipolar socialism has been exhausted: in regard to current political-economic questions no interesting perspectives can be derived from it any longer (Nauta and Koenis 1987: 19). The perspectives of a compromise on the other hand had already been formulated by Pigou in his Capitalism versus Socialism:

If, then, it were in the writer's power to direct his country's destiny, he would accept, for the time being, the general structure of capitalism, but he would modify it gradually... (Pigou 1937: 137).

In a review of Yunker's Socialism Revised and Modernised. The Case for Pragmatic Market Socialism - another recent attempt to construct a model of market socialism - Tinbergen follows Adler-Karlsson in typifying the social-democratic project as Funktions Socialism. It is not business as such but its functions that have to be socialised: "the employment of workers, the use of capital and other inputs, the pricing of these inputs and of the outputs, the spending of profits, etc." (Tinbergen 1993: 582). On that basis socialism naturally loses its exclusivity, as political practice in capitalist countries has demonstrated. But what is wrong there? In pluralist democracies plural support is a necessity. Moreover, practice has shown the actual potential of functional socialism. In his book Capitalisme contre Capitalisme Michel Albert points at the differences between the Anglo-Saxon model and le modèle rhénan (Albert 1991). In Rhineland capitalism as this is found in Germany, Switzerland, the Benelux countries, Scandinavia and in a certain variety also in Japan the degree of socialisation of the functions of business is much higher than in countries like Great Britain and the United States. As a consequence these "Rhineland" countries face less socio-economic marginalisation of people and less socio-cultural polarisation.
	Today functional socialisation is no longer fashionable. Indeed, certain lessons have to be learned from unfortunate adventures in instrumentalism - the belief in the constructability of society - in the seventies. Market and plan cannot be mixed like a cocktail. But at the same time we must acknowledge that the process of creating the right conditions for a socially and politically acceptable outcome of market processes is far from finished. Sustainability is the challenge today, not just in relation to the environment but also in a social, political and cultural sense. What we see, however, is not just progress but deterioration. As socialism is basically an ideology of progress it is particularly social-democrats in government today who face an ideological crisis. After a long period of mainly economic development now seems the time for a project of primarily socio-cultural reconstruction. What is meant here is not restoration but an attempt to create new realities upon foundations which have to be rebuilt.
	The deterioration of the foundations for a reasonably functioning capitalism cannot surprise the student of political economy. One could easily write another essay entitled Is Capitalism Possible? In this regard it is not so much Marx's theory of immiserisation that demands attention but rather Schumpeter's prediction of almost fifty years ago that capitalism would perish not because of its failures but as a result of success. Capitalist values - individual-materialist calculation - would penetrate into the institutional framework of capitalist society. Thus, institutions like the bourgeois family and the authority of public functionaries such as the tax inspector would be undermined. The capitalist process destroys the very institutional framework that is needed to support it.
	This is not the place to substantiate the topicality of Schumpeter's analysis. A simple reference to the situation in countries such as Italy and the United States may suffice. True enough, contrary to centralist socialism, capitalism in combination with pluralist democracy has shown its reformability. But the challenge to maintain and renew structurally corrective mechanisms to market-economic processes is perhaps greater than ever. 
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^1	 	Socialism's central imperative, Verdery notes, "is to increase the bureaucracy's capacity to allocate". However, the "capacity to allocate is buttressed by its obverse, which is the destruction of resources outside the apparatus...Therefore, research into political processes in socialist states should always look not only for the accumulation of resources at the bureaucracy's disposal but for the destruction or incapacitation of those external to it" (Verdery 1991: 420).
